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EVALUATION AND WAIVER OF WARTIME LOANS TO 
CERTAIN AMERICAN CITIZENS 





FRIDAY, JANUARY 31, 1958 


Hovusk oF REPRESENTATIVES, 
SUBCOMMITTEE ON State DEPARTMENT 
ORGANIZATION AND FOREIGN OPERATIONS, 
CoMMITTEE ON ForREIGN AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:40 a. m., in room 
G-3, United States Capitol, Hon. Wayne L. Hays (chairman of the 
subcommittee) presiding. 

Mr. Hays of Ohio. The subcommittee will be in order. 

We are here to consider 8S. 747 and H. R. 4920. I think we will 
consider S. 747 since it has already passed the Senate. Without 
objection, we will include the bills in the record at this point. 

(H. R. 4920 and S. 747 are as follows:) 


[H. R. 4920, 85th Cong., Ist sess.] 


4 BILL To authorize the Secretary of State to evaluate and to waive collection of certain financial assist- 
ance loans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of State is authorized, upon 
the approval of the Comptroller General, to evaluate claims of the United States, 
and, where necessary, to waive collection of all or part of such claims, arising 
as a result of loans heretofore granted for financial assistance, repatriation, and 
other approved purposes, made from funds available to the Department of State 
for emergencies in the diplomatic and consular service. 


[S. 747, 85th Cong., 1st sess.] 


AN ACT To authorize the Secretary of State to evaluate and to waive collection of certain financial 
assistance loans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of State is authorized, upon 
the approval of the Comptroller General, to evaluate claims of the United States, 
and, where necessary, to waive collection of all or part of such claims, arising as 
a result of loans heretofore granted for financial assistance, repatriation and other 
approved purposes, made from funds available to the Department of State for 
emergencies in the diplomatic and consular service. 

Passed the Senate August 5 (legislative day, July 8), 1957. 

Attest: 

Fe.tton M. Jounston, Secreiary. 


Mr. Hays of Ohio. We have with us Mr. Donelan, deputy budget 
and finance officer, Office of Finance, Department of State. 
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STATEMENT OF JOSEPH DONELAN, DEPUTY BUDGET AND 
FINANCE OFFICER, OFFICE OF FINANCE, DEPARTMENT OF 
STATE 


Mr. Done.an. Since 1938 the Department of State has admin- 
istered the financial assistance and repatriation program of the 
United States which is designed to provide to destitute American 
citizens minimum assistance to enable their return to the United 
States from abroad. 

During World War II the aid not only covered repatriation but 
was extended for subsistence payments to destitute Americans while 
awaiting transportation to the United States. These subsistence 
advances were also extended to Americans who were interned during 
World War II by the Axis Powers both in Europe and the Far Fast. 

The Office of Special Consular Services of the Department of State 
has had the primary responsibility for the administration of the pro- 
gram since its inception. Allotments are made to that Office and in 
turn authorizations are issued to expend funds. The accounting, 
collection, and reporting are done by the Office of Finance of the 
Department. 

In furnishing funds to the Department from which the disburse- 
ments under the program have been made, the Congress made clear 
its intent. in hearings on the appropriation ‘Emergencies in the 
diplomatic and consular service” that the advances were to be treated 
as loans. To effect collection of the loans from the recipients, the 
Department requires its representatives to obtain whenever possible 
demand non-interest-bearing promissory notes. 

[In making the loans, the ability to repay is not a prerequisite. If 
a person is entitled to a passport to the United States and is destitute, 
he is eligible for a loan for himself and his family to defray the cost 
of returning to the United States. 

It is those advances made in the Far East beginning in 1944 pri- 
marily by the Swiss Government, under instructions from the Depart- 
ment not to show a United States dollar equivalent for the foreign 
currencies advanced in the notes, which have not been evaluated or 
set up on our books. 

The arbitrary and unrealistic rates of exchange which had been 
imposed upon the Swiss by the Japanese completely spread the ratio 
between cost and purchasing power to such an extent that in some 
areas it took $100 United States to buy a pound of rice. The Depart- 
ment realized that under these conditions repayment of these foreign 
currency notes would have to be under special arrangements and, 
therefore, instructed the Swiss Government to discontinue making 
dollar-denominated loans. 

Since 1948 the Department has supported legislative proposals to 
grant authority to evaluate the 20,000 foreign currency notes accrued 
from World War II to show a United States dollar value, and to waive 
loans in certain hardship conditions. 

The Department was aware that in certain instances borrowers, 
even after given ample time to rehabilitate themselves in the United 
States, would never be in a position to liquidate their debt as their 
ability to work and earn wages was practically nonexistent. 

In anticipation of passage of proposed legislation, the Department 
worked out in consultations and discussions with representatives of 
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the General Accounting Office a rate formula for the Far East foreign 
currency notes. The formula provides for a month-to-month ex- 
change rate for the many different types of currencies in existence at 
the time and it is based on the cost-of-living indexes for a particular 
city, that is, Canton, Shanghai, Hankow, and so forth, where the 
loans were made. 

This formula was informally approved by the Comptroller General 
in October 1950 for use in effecting collection of loans of debtors from 
other Government agencies who receive funds in the form of pensions, 
retirement, and awards from the Government. 

Under this approval, the Department computed and collected the 
estimated equitable value of Far East notes on over a hundred 
accounts, after the known United States dollar amount had been paid. 
These collections were made with the understanding that the exact 
amount due would be determined at a later date when evaluation 
authority was received and any necessary adjustment would be made 
at that time. 

In an arrangement with the General Accounting Office in April 1953 
and under General Regulations 120, now No. 129, the Department 
transferred some 7,202 delinquent loan accounts, which were primarily 
World War II accounts, to that agency for further collection action. 

The General Accounting Office at the time, however, agreed to 
accept only those accounts involving promissory notes stated entirely 
in American dollars. In other words, unpaid United States dollar 
loan accounts which involved additional Far East notes were not 
acceptable by the General Accounting Office. 

The Department of State has on hand approximately 20,000 foreign 
currency notes. The number of accounts to which these notes apply 
are as follows: 

1. Combined loan accounts, dollar and Jocal currency: 1,410. 

(a) On 560 of these accounts dollar portions have been collected. 

(6) Seven hundred and fifty of these accounts are adjudged un- 
collectible. 

(c) One hundred of these accounts, dollar portions, are still in 
process of payment. 

Foreign currency loan accounts: 430; total, 1,840. 

The legislation before the committee would permit the Department 
of State, “with the approval of the Comptroller General, to evaluate 
the outstanding foreign currency notes and where feasible effect 
collection for the United States Government. 

The legislation would also permit the Secretary of State, with the 
approval of the Comptroller General, to close out those accounts 
which may prove to be uncollectible. 

Mr. Hays of Ohio. Mr. Selden. 

Mr. Se.ipen. On page 4 of your statement, under ‘‘(a)’’ what were 
the dollar equivalents of those 560 accounts that have been collected? 

Mr. Donexan. Actually I do not have the precise amounts, sir, 
but the dollar portions were stated in dollars and dollars were colleeted. 

Now, if you wish, I can give the committee an example: Here is a 
man by the name of William B. Meeks, who was a retired Navy man 
living in Shanghai. His account was a combination—this combina- 
tion loan account, dollar and local currency. He did receive an 
amount of $30 in United States currency. That was on October 30, 
1945. Mr. Meeks’ only apparent source of income was a Navy pen- 
sion. 
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On March 13, 1951, Mr. Meeks paid that $30 back to the United 
States Government. In other words, the note that he signed, the 
copy I have here, was stated in United States currency and he paid 
that amount. 

Now, I have another note from Mr. Meeks and on June 6, 1944, 
he signed a note which is stated only in foreign currency and the 
unit there, or the amount, is 16,800 C ‘entral Reserve Bank dollars. 

Now, these various currencies are various puppet currencies set up 
by the Japanese Government. 

This note shows he owes the United States Government 16,800 
Central Reserve Bank dollars. If we tried to collect back from 
Mr. Meek at the artificial exchange rate, we would actually ask 
Mr. Meek to pay $336 in United States currenc y. 

In the rate formula which has been worked out by the General 
Accounting Office and the Department of State, it is felt that the 
equitable amount, the realistic dollar amount which Mr. Meek should 
be liable for is $16.80. In other words, under the artificial rate we 
would require him to pay back $336. Under the balanced formula 
worked out by the 2 agencies, he would really be liable for $16.80. 

If this bill were passed permitting the Comptroller General and the 
State Department to evaluate these amounts, then we would have to 
bill Mr. Meek for, in the first instance, the $16.80. 

Mr. Hays of Ohio. Mr. Vorys. 

Mr. Vorys. I have been glancing ahead at the statement from 
the General Accounting Office. 

Mr. Hays of Ohio. Let us take the witnesses in order. Do you 
have any questions for this gentleman? 

Mr. Vorys. Yes. 

My point is that one talks about 7,500 claims and the other talks 
about 1,840 claims. I cannot understand Mr. Donelan’s state- 
ment. 

I do not see why we have not had this set before us by the Depart- 
ment of State, the value in dollars of the foreign currency so that 
we can tell something about it. Your whole statement gives us no idea 
of the dollar amounts involved, or of the foreign currency amounts 
involved. 

Mr. Donegan. I have that information. We did not put that type 
of information in the statement because in terms of the whole purpose 
of the bill we have a formula which had been worked out. It really 
is an unofficial formula. It has no approval. 

It is really subject to this legislation before it can be official, but 
to answer your question, sir, if [ may, on the foreign currency notes 
such as the one from Mr. Meek which I mentioned to the committee, 
we actually paid out in United States currency $7,130,574 on those 
foreign currency notes. But the fact is that when we look at the 
notes today they are expressed only in terms of the puppet currencies 
in vogue at the time in Japan. 

Now, if I might go one step further with regard to the number of 
accounts which the General Accounting Office mentions, the Depart- 
ment, in this process through the years, had turned over certain ac- 
counts to the General Accounting Office and this accounts for the 
fact that the General Accounting Office statement speaks to the num- 
ber of accounts which the Department has turned over to them. 
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Mr. Vorys. Here in the Senate report I see the total of $7.5 million 
has been repaid. You say that the amount not paid is $7.5 million? 

Mr. Donetan. That is, by the United States, $7,130,000. 

May I clarify that, sir? 

Mr. Vorys. I wish you would. 

Mr. Done an. In this Senate report the overall program of emerg- 
ency loans made to destitute Americans is there referred to. The 
Senate report is referring to the fact that as of the time of the hearing 
before the Senate, against the total program, which is not the subject 
and which is really not involved in these foreign currency notes, that 
we did collect $7.5 million. But the $7.5 million which we are talk- 
ing about here, sir, were collected from dollar notes and dollar loans. 

Mr. Vorys. Suppose we passed no bill. You cannot get blood out 
of a turnip. You are not going to collect the uncollectible accounts 
anyhow. We cannot pass a law to make uncollectible accounts 
collectible. 

What difference would it make whether we pass any bill or not on 
the uncollectible ones? 

Mr. Donewan. Actually, you are quite right. It would make no 
difference, except for this: Lacking this law, the agencies have the 
responsibility insofar as possible on certain occasions to still continue 
to try to collect these amounts. 

On these amounts, the uncolleetibles, as well as the other amounts, 
there is a constant stream of communications from the various people 
in the country, from the constituents of the Congressmen, and we do 
have letters from the Congress pointing all these various situations 
up to us. 

It is merely a device, sir, whereby, in the State Department we have 
20,000 of these notes on hand upon which we can take no action. 
We also have the fact that the General Accounting Office has certain 
materials on hand and no action can be taken on them. 

In essence this would, first, clean up and permit the United States 
Government to remove these open and uncollectible accounts from 
the records. 

Secondly, in those cases where we cannot call it completely uncol- 
lectible, but where actual hardship exists, where the person has died 
but his estate still owes the money, it would permit the Secretary of 
State, with the Comptroller General, to make a determination that 
this amount should be waived. 

Mr. Hays of Ohio. Is there no statute of limitations on these things? 

Mr. Donetan. To my knowledge, no sir. 

Mr. Vorys. Is it $3,420,000 that is uncollectible? 

Mr. DoneE.Lan. No, sir. 

Mr. Vorys. We have no figures at all here. 

Mr. Donetan. We have two things involved here, sir. In the 
figures at which you are looking, if I may do this, you have a figure 

of total loans made. That is the first figure. If you drop down, sir, 
on that same report, there is an itemization of loans made in foreign 
currency. 

Mr. Se.pen. Where are these figures you are reading? 

Mr. Vorys. What are you talking about? 

Mr. Donexan. I am referring to the figures Mr. Vorys brought up. 

Mr. Vorys. I am looking at the statement of the General Account- 
ing Office. 


26112—58 2 
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Mr. Hays of Ohio. Let us have Mr. Nevins’ statement if we are 
going to refer to it. 

Mr. Vorys. If this witness has a statement of the amounts involved, 
I think it would be handy to pass it around. 

Mr. Donexan. We are really talking about two slightly different 
things. Mr. Nevins’ statement talks about the total program, whereas 
we are talking about a segment of the program which we have not 
been able to put any dollar valuation on under the foreign currencies. 


STATEMENT OF M. J. NEVINS, ACTING ASSISTANT GENERAL 
COUNSEL, GENERAL ACCOUNTING OFFICE 


Mr. Nevins. This report was prepared about H. R. 4920, but it is 
the same as S. 747, the Senate bill, and H. R. 323, another bill intro- 
duced in the House, so the statement will refer to all three bills. 

This bill would authorize the Secretary of State, upon the approval 
of the Comptroller General, to evaluate and, where necessary, waive 
collection on claims arising as the result of loans heretofore granted 
for financial assistance, repatriation and other purposes from funds 
available to the Department of State for emergencies in the diplomatic 
and consular service. 

For nearly 20 years the State Department has administered the 
program for rendering financial assistance on a loan basis to destitute 
American citizens in foreign countries. It has been the express 
intention of the Congress that the benefits be extended on a loan rather 
than a grant basis. The loans are evidenced by non-interest-bearing 
notes or other evidence indicating the requirement for repayment. 

In the course of collection of these loans, it was found that many 
were made to aged, infirm, and destitute persons from whom collection 
is financially impossible. It is as to this class of debtors that the 
waiver authority would apply and this authority should extend to 
such cases whether or not they have been reported to our Office for 
collection. 

During World War II loans were extended to American internees, 
and prisoners of war of the Japanese. The benefits were paid through 
the Swiss Government by the exchange of dollars for Swiss currency 
which was in turn converted into the applicable Japanese currency. 
The inequitable and artificial rate of exchange imposed by the Jap- 
anese resulted in receipt of supplies and services by the American 
beneficiaries of values entirely disproportionate to the dollar value 
expended and in many cases without a basis for assigning any dollar 

value at all. 

With few exceptions no action has been taken by the State Depart- 
ment to collect where the dollar value was unknown; and in those 
cases where, although the dollar value was stated, the debtor alleged 
he did not receive supplies and services commensurate with such dollar 
value, we have generally suspended collection action until some basis 
is provided for determining the dollar value of the benefits received 
by the debtor. 

The authority to evaluate claims in H. R. 4920 is intended to provide 
a means of disposing of this group of claims. If the bill is enacted, 
the Secretary of State upon our approval would be authorized to 
establish a proper value for such claims based upon the actual value of 
the services and supplies received. This would enable the evaluation 
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and disposition of approximately 20,000 notes or 2,000 accounts 
and would enable the settlement of claims involving questionable 
dollar valuation as to which action has been withheld. 

The authority to evaluate the claims is needed only to cover loans 
made in the Far East generally during World War II and your com- 
mittee may wish to limit the evaluation authority to a shorter period 
than the waiver authority. However, we feel that the bill in its 
present form is sufficient to accomplish the objectives sought. 

We feel there is a definite need for the authority contained in this 
bill and recommend its favorable consideration. 

The records of our Office indicate approximately 7,500 claims repre- 
senting loans of approximately $3,420,000 under the program were 
reported to our Office as administratively uncollectible. We estimate 
about one-third of such amount or about $1,100,000 of such loans has 
been collected. Collection efforts as to the remaining loans for the 
most part have proved unavailing because of the poor financial con- 
dition of the debtors or because their present whereabouts are unknown 
and to date, have not been ascertained. 

There is something about this number of accounts and so on that 
requires some explanation. 

lf understand that the State Department made loans totaling 
approximately 28,000 accounts. An account is the notes pertaining 
to 1 individual or 1 family. Some of those accounts are evidenced by 
5, 6, 7, 8, or 9 notes. 

For that reason, the Senate report refers to 150,000 notes. 

The total amount of those loans that were made, according to the 
figures we have here, was $12,308,000, roughly. Of the number of 
loans, the State Department collected 19,471, amounting to roughly 
$8 million. 

In effect, they have collected then about two-thirds of the amount 
of the loans. 

They referred to the General Accounting Office approximately 
7,500 of these dollar accounts which they had attempted to collect, 
without success. Those 7,500 accounts totaled approximately 
$3,400,000. 

As a result of our collection activities in the General Accounting 
Office, we have been successful in collecting approximately $1,100,000 
of that $3 million. 

Mr. Vorys. That they said were uncollectible? 

Mr. Nevins. That is right. Uncollectible under their administra- 
tive procedures. 

Mr. Hays of Ohio. They said they were administratively un- 
collectible, but you had other means of collecting that they did not 
have? 

Mr. Nevins. That is right. We have collected roughly one-third 
of the amount. 

In addition to those notes on which we have collected that amount, 
as to the balance of those accounts, we found that the debtors are in 
very poor financial condition and are, for the most part, unable to 
repay the amount. 

There are some cases where, in the course of the years, the debtors’ 
addresses have become unknown and we have not been able to locate 
them either through the Post Office or through various Government 
agencies that we use as locaters. 
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We figure that that $2,200,000 probably will never be collected 
although we might get a stray collection now and then. 

These loans Mr. Donelan was talking about, those are the loans 
in the Far East which were made in terms of foreign currency, and 
also where there was a combination on those foreign notes and dollar 
notes made to the same people. Those accounts are still over in the 
State Department and we understand that they approximate 1,800 
cases, or 2,000 cases and that they encompass about 20,000 notes. 

I understand in any one account there might be 10 notes, because 
these advances were made to these people for subsistence and some- 
times over a period of 3 or 4 years. 

We might make them an advance, or rather the State Department 
might make them an advance for 3 or 4 months, and they would get 
one note for that. Then they make another advance and get another 
note. So there might be 10 notes in 1 account, but those are the 
notes which this bill would authorize the State Department, with our 
approval, to evaluate. 

Mr. Hays of Ohio. These notes were made through the Swiss, at 
all sorts of artificially pegged currencies? 

Mr. Nevins. That is right. 

Mr. Setpenx. Which category do those Far Eastern loans fall into 
that are shown on this chart? Is it 2,000? 

Mr. Nevins. That is right. I think in some cases you will find 
these nondollar accounts referred to as 2,000 and sometimes 1,800. 
Those refer to the same foreign currency amounts. 

Mr. Hays of Ohio. Do you have any objection to having this made 
a part of the record? 

Mr. DoneExan. No, sir. 

(The document referred to is as follows:) 


Emergency loan program, fiscal data as of Dec. 31, 1957 


Accounts Amount 
Total loans made- 28, 676 $12, 332, 088 
Total loans collected __- 7 19, 598 2 7, 978, 830 
Referred to General Accounting Office- 7, 507 3, 420, 793 
Remaining in State 1, 571 932, 464 
Loans made in foreign currency, principally Chinese, for which dolla , 
32 000 


amounts have not been determined_. 


1 Avante d 4.5 notes per account. : 

2 Includes partial payments on accounts remaining in State. Payments effected by the General Account 
ing Office not included. 

3 Approximately 20,000 promissory notes. 


Mr. Sevpen. In what category do the 2,000 loans that you have 
shown on this chart fall? Are they in the State Department or have 
some been referred to GAO or where are they? 

Mr. Nevins. They are in the State Department. 

Mr. Hays of Ohio. You have two categories. One in foreign 
currency. 

Mr. Sextpen. Then those remaining in the State Department are in 
addition to the 2,000 in foreign currency; is that correct? 

Mr. Hays of Ohio. In other words, as I get it from this chart, 
everything down to the 2,000 are dollar loans. Total loans, total loans 
collected, referred to GAO and remaining in State, those are all dollar 
loans. The 2,000 are in another category and do not appear in the 
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previous figures in any way, shape, or form because, not having any 
machinery to evaluate them, you have not collected them; is that 
right? 

Mr. Donegan. That is exactly right. 

Mr. Vorys. Where it says “Loans made in foreign curreney,” I 
still do not see why there is not a dollar amount opposite that. The 
United States Treasury is out a certain number of dollars on those 
2,000 loans. Now, how much is that? 

Mr. Donetan. The dollar amounts that you see here are the ac- 
cepted amounts which the United States citizens owe to the United 
States Government. 

The reason why we put down 2,000 foreign currency notes is that 
the amount of money which the United States citizen could pay back 
to the United States Government has not yet been determined. 

At the same time, with specific reference to your point, sir, that 
this did cost the United States Government money, I do have that 
figure. That figure does not appear on this chart. It did cost the 
United States Government $7,130,574. 

Mr. Setpen. Does the legislation we are considering affect only 
these loans made in foreign currency or does it affect all loans? 

Mr. Donetan. Actually the way the bill reads, it could affect the 
whole thing, but the whole background, in terms of the reporting and 
the Department’s interest, is pointed toward the foreign currency 
notes. 

Mr. Setpren. But under this legislation you could apply it to the 
whole loan program? 

Mr. Donetan. That is right, sir. 

Mr. Hays of Ohio. Do you not think that it would be probably a 
saving to the Government if these loans that the GAO has decided 
were uncollectible were just wiped off, rather than to keep on sending 
out endless streams of communications about them? 

Mr. Donnan. Yes. Perhaps Mr. Nevins should answer that. 

Mr. Nevins. I think that is right. 

Mr. Hays of Ohio. This has gone back 15 years now. They have 
a procedure for wiping off uncollectible accounts, but you just keep 
on carrying them on the books and have numerous people working 
around with them and sending out letters and so on. 


STATEMENT OF NATHAN NEEDLE, TECHNICAL ASSISTANT, 


DEBT BRANCH, CLAIMS DIVISION, GENERAL ACCOUNTING 
OFFICE 


Mr. Nerpie. We are the ones who administer the collection of 
these 7,500 accounts referred to in Mr. Nevins’ statement. 

We have the notes payable in dollars as distinguished from the 
foreign currency. We go through a regular collection procedure. 
We send out three demands for payment. If we get no favorable 
response, then we obtain a credit report. If the credit report indi- 
cates that the individual is financially able to pay the debt, we send it 
on to the Department of Justice for them to institute collection pro- 
ceedings in the nature of a suit. 

We have quite a few cases, because of a lapse of time, where we are 
unable to locate the debtors by the regular means available to us. 
Those cases are sent to the “settled” files. They are disposed of. 
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By the same token, if we get a financial report on an individual 
and it indicates he is financially unable to pay, we send that case to 
the “settled’’ file. We are not handling these cases repeatedly. 
However, in these cases, quite frequently a man will make an appli- 
cation for passport and then the State Department will get in touch 
with us and, of course, we will reactivate that case, assuming that it 
would fall in the category of an individual whom we could not locate. 

Mr. Hays of Ohio. Now, you see, that is what makes it so difficult 
fer us to do anything for your Department. You come up here with 

a bill that presumably you are for and you want it and these people 
all testify for it and now you come in and testify that you don’t want 
it, in effect. 

Mr. NrEepue. No, sir. 

Mr. Hays of Ohio. In other words, they say, in effect, they want 
to be able to wipe their books clear of this. Now, you give me 
reason to believe you should not wipe the books clear. 

Mr. NEepue. No. 

Mr. Hays of Ohio. Well, you have. I do not know what you 
tried to do. I am telling you what you did do. 

Mr. Vorys. Wait a minute. As I followed him, they do not need 
any legislation because he just simply puts them in a “‘settled’’ file 
and there it is. 

Mr. Neepue. Yes; but if the case is reactivated, we would have 
no authority to waive the debt. 

I was trying to answer your question. You were under the impres- 
sion that we were handling these cases continually. We are not. 

Mr. Hays of Ohio. I am sure you were trying to answer my ques- 
tion, but in trying to do it you opened up a new field here which 
probably i is not going to get this bill out of committee. That is the 
point I am trying to make to you. 


STATEMENT OF JOHN H. MARTINY, LEGISLATIVE ATTORNEY, 
GENERAL ACCOUNTING OFFICE 


Mr. Martiny. Could I try to clear that point up? 

Mr. Hays of Ohio. Well, you could try. 

Mr. Vorys. Could I just bring this up: It seems to me if a fellow 
has been taken care of by our Government once and has not paid it 
back and then applies for a passport again it is not a bad idea to carry 
through this procedure that Mr. Needle has prescribed. I do not 
know “why we should stop that. 

Mr. Martiny. There are two principal parts in this bill. The 
principal part we are interested in in the General Accounting Office 
is the authority to evaluate those loans still in custody of the State 
Department. Insofar as the authority to waive those debts that are 
uncollectible is concerned, it is true that we do have a procedure now. 
Once it is determined under our procedure that the debt is uncollectible 
by reason of hardship or inability to pay we take no further collection 
action. That does not wipe the debt off the books. We must keep 
some control over that case in our file and if ever that individual 
applies for any further claim against the Government, we would, of 
course, be obligated to set off this prior debt. 

It really does not make too much difference, for our purposes, 
whether we have this authority to waive or not. It is to the advantage 


EVALUATION AND WAIVER OF WARTIME LOANS 11 


of the individual and of some advantage in the administrative pro- 
cedure of handling these cases. I think the basic need which we all 
feel is required is the need for the authority to evaluate those cases 
that are in the State Department. 

Mr. Vorys. Now, could I ask a question here, Mr. Chairman? 

Mr. Hays of Ohio. Yes. 

Mr. Vorys. This sheet we have now, the fiscal data says “Total 
loans made, $12,332,000. Collected, $7.9 million.’”’ Dollar amounts 
not determined and apparently I presume uncollected, $7,130,000, 
which adds up to more than $12,332,000—the amount collected and 
these loans in foreign currency. 

Mr. Hays of Ohio. Yes. Personally, | am very sympathetic to 
wiping these loans in foreign currency off the books because if you 
loaned a fellow who was in a concentration camp $100 which he had 
to use to buy one pound of rice, I think that is a little bit like extract- 
ing a pound of flesh to go back and try to get $100 from him. 

Mr. SetpEN. Do you mean wipe these loans off the book or re- 
evaluate them? 

Mr. Hays of Ohio. Adjust it down to a realistic figure which 
effect is wiping out most of it. 

Mr. Vorys. I agree with you. 

Mr. SELDEN. I agree with you on that. However, from what he 
says, this bill applies to all of the loans, dollar loans as well. 

From the testimony that these gentlemen have given, I would be 
anxious to go along with the reevaluation, but in my opinion the 
waiving of the collection of claims should be struck from this bill. 

Mr. Vorys. Could I ask one question there? 

In the General Accounting Office you say that you make a good old 
college try to collect and then if you determine it uncollectible you 
put it in the ‘‘settled”’ file? 

Now, you must have authority to do that. Legal authority, by 
law, or else you are violating the law. What is the situation on that? 

Mr. Nevins. We have no specific authority. It is just a practical 
solution to the problem. If you cannot collect, there is no use spend- 
ing a lot of administrative expense money to try to get blood out of 
a stone. 

We have authority generally in the General Accounting Office to 
settle any claim either in favor or against the Government, and we 
have authority generally to supervise the collection of debts to the 
Government. 

What happened in these cases is that the State Department made 
these 28,000 loans or accounts. They did their best to collect and 
they collected 19,000 of those. Then there were these cases where 
they could not make any collection. They referred those cases to 
the General Accounting Office and we have collected in any case where 
the person had any financial ability. 

We have gotten that money back in some cases in installments over 
a considerable period of time. 

When you get down to what is left of the cases that we have in the 
General Accounting Office, as a practical matter you cannot collect, 
and those are the cases that go to the file. But we have no specific 
statutory authority to waive them. But we do have this overall col- 
lection authority and this overall settlement authority of claims in 
favor of or against the Government. 
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Mr. Vorys. I bet you have authority to determine that a claim is 
uncollectible. Somebody must check on the General Accounting 
Office at times. 

Mr. Martiny. We have the overall general authority to settle 
claims. 

Mr. Vorys. That is what I wanted to get at. You have authority 
to settle claims. If it is a disputed amount or if it is a hardship 
amount, you say, ‘Well, if you can pay 20 cents on the dollar, we 
will call it square.” You have that authority? 

Mr. Nevins. We do not have that authority. We have authority 
to take $10 on account, but we do not have authority to wipe out the 
rest of the debt. 

Mr. Vorys. Suppose you say to the fellow: ‘““You owe $100,” and 
he says, “I don’t owe a dime.’”’ You have authority to compromise 
that claim for $10; don’t you? 

Mr. Nevins. No, sir. 

Mr. Martiny. We do not have that authority. 

Mr. Vorys. You said you had authority to settle claims and in law 
that is what it means. 

Mr. Martiny. It has been interpreted as not being authority to 
adjust. If we have a request to adjust or compromise a claim, we 
send it to the Attorney General. They have authority to compromise. 
The General Accounting Office does not. 

Mr. Vorys. These claims, the 2,000, if they were referred to the 
Attorney General, could he compromise them under present law and 
say, since it is unconscionable to collect the full amount, we will make 
a settlement based somewhat on the value you have received? 

Mr. Done.an. Sir, may I make a point with regard to that? 

While we have indicated the United States Government paid out 
the $7 million to make loans to these people, this is precisely the 
problem in front of us, on which this legislation would permit settle- 
ment. In other words, these notes today—and I have an example 
here and can show it to you—these notes are not expressed in United 
States currency at all. 

The whole basis of this bill is to give us authority to evaluate these 
currencies in terms of United States currency. 

In other words, what the gentlemen from the General Accounting 
Office said about their processes and about their examination is all 
quite true. But the point is that the State Department today cannot 
even take advantage of the machinery which exists in the General 
Accounting Office to examine into these items and try to collect them 
because we have these notes which are stated only in terms of an 
inflated foreign currency. 

This legislation would give the State Department authority to at- 
tempt to put a realistic dollar value against these notes and then the 
State Department would administratively try to collect that amount 
of United States currency. 

If the State Department could not then collect those amounts, then 
the State Department would turn these notes, which had been trans- 
lated into United States dollars, over to the General Accounting 
Office, and they would then go through their procedures to attempt 
further collection. 

As it stands right now, the United States Government cannot collect 
any money back from these 2,000 foreign currency notes which exist. 
We are not in a position to collect it back. 
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The legislation before you would at least permit us to (1) collect 
back some moneys from ‘these notes and (2) in those cases where it 
was impossible to collect the money back, it would give the State 
Department and the Comptroller General authority to wipe them off 
the books. 

Mr. Hays of Ohio. Let me ask you a question. These notes are 
written on the basis of foreign currency just the same as if I had 
given someone a note for $5,000 i in Confederate money? 

Mr. Donewan. Yes, sir. 

Mr. Hays of Ohio. If I replied in Confederate money, you would 
have to take it, would you not? 

Mr. DoneE.Lan. Yes, but 

Mr. Hays of Ohio. Wait a minute. I am not through. 

In other words, most of this currency which was created by the 
Japanese is just about as valuable as Confederate money; is it not? 

Mr. Donexan. That is right, sir. 

Mr. Hays of Ohio. I think maybe we are doing these people a dis- 
service. Maybe we ought to let them pay you back in this currency. 

Mr. DoneLan. What we have said is precisely correct. However, 
on most of the notes a stamp has been put on the note which says 
that the exchange rate is to be fixed by the United States Government, 
or the Swiss consulate general. This was a saving device at the time, 
recognizing that tec -hnically we should have a dollar amount on these 
notes, but it was impossible because of the fantastic devaluation of the 
public currency. So what you say is true, with the exception or 
limitation 

Mr. Hays of Ohio. Il am trying to help you. The point Iam making 
is if we pass this legislation it will enable you to salvage something 
where, if we do not, you will not get anything. 

Mr. Donegan. That is right. 

Mr. Hays of Ohio. I do not think you can go into a court of law 
and collect 16,000 Bank of Shanghai Chinese dollars or whatever 
you read. 

Mr. SevpEN. This legislation will go further than just reevaluating. 

Mr. Hays of Ohio. I am talking about the 1 section dealing with 
these 2,000 accounts. 

Mr. Vorys. Take a look at the bill. If in line 5, after the word 
“States,’’ you put in the words “expressed in foreign currency,” and 
strike out the balance of line 5 and on line 6 the words “part of such 
claims,’ would you not then have the authority to evaluate these 
foreign currencies? 

Mr. DonELan. Yes, sir. 

Mr. Vorys. Here is the point, Mr. Chairman, is it not: That we 
are all in favor of giving the authority to reevaluate these fictitious 
currencies, both for the benefit of the Government and of the citizens 
involved, but this bill, as vou read it, goes further than that and 
unless you are familiar with the matter, it looks like a general warve! 
of payment of loans. 

It does not say anything about hardship or anything else. It just 
gives flat authority to waive collection of obligations of the United 
States. 

Mr. Hays of Ohio. That is true, but I assume the GAO will not 
waive any they consider remotely collectible, and I would be in favor 
of giving them the right to wipe off their books. 
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We will take a hypothetical case of somebody who has been approved 
by their credit report to be destitute or living on an old-age pension 
or something like that, just wipe it off and forget about it. I think 
that would be better than carrying it in some file. 

However, I am not adamant on it. To me that would be the 
sensible arrangement. Assuming if there is any bare, remote chance 
of collecting it in the world, they are not going to close that account 
out or waive it. 

Mr. SELDEN. Let’s assume that someone applies for a passport, and 
you find he is worth $1 million, but he hasn’t paid back his loan—— 

Mr. Hays of Ohio. I don’t suppose they will close out any they do 
not have addresses on because they do not have a credit report on 
them. I presume they will close out the ones such as those I have 
given a hypothetical illustration on that they know about. 

Mr. SELDEN. I would presume under this legislation they could close 
out all loans where addresses were not available. 

Mr. Nevins. We would only close out those where the financial 
condition of the debtor was so bad that there was no possibility of 
collection. 

Mr. SELDEN. What would you do about those where you have no 
addresses? 

Mr. Nevins. We would not take any action on them, but we would 
not waive them. In other words, we would not take any further 
active steps. If their addresses came into the State Department or 
the General Accounting Office—for instance, in connection with a 
passport and we found that they had ability to pay, we would cer- 
tainly go after them and try to get it out of them. 

Mr. Sev.pen. As this legislation is originally written, you could 
wipe out those loans. 

Mr. Nevins. It says “where necessary.” 

I think all the testimony in both Houses indicates we have no 
intention of waiving except in those cases where the person is finan- 
cially destitute. 

Mr. SeupEN. I am glad you brought that out because that point 
was not clear in the original statement. 

Mr. Hays of Ohio. I would assume that is the way they would 
handle it. 

Mr. Vorys. For instance, if you struck out the word ‘“‘necessary 
and put in ‘determined to be uncollectible or inequitable r 

Mr. Nevins. I believe that would be satisfactory. 

Mr. Bentuery. I assume you are just letting everybody ask ques- 
tions as they desire? 

Mr. Hays of Ohio. Westarted out that way, but you may proceed. 

Mr. Bentiey. Mr. Donelan, you have been trying to get this 
legislation for about 10 years. 

Mr. Done.an. Yes. 

Mr. Bentiey. This is not involved in administration policy, but 
is something you have been trying to do for a long time? 

Mr. Done.an. Yes. 

Mr. Bent_ey. On this emergency program fiscal data—of the 
dollar accounts that have either been uncollected and are still by the 
GAO, or still remain in the State Department, do all of those pertain 
to the Far East, or also other parts of the world? 


” 
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Mr. Donevan. That is the total loan program pertaining to all 
over the world. 

Mr. Bentiry. What is the most recent date of any of those loans? 
How close do they come to the present day? 

Mr. Donewan. These data are as of December 31, 1957, and the 
‘Total loans made’”’ column, 28,676, there could have been a loan 
made there, say, last October. 

Mr. Bentiey. After all, you would obviously not consider a 2- 
month period sufficient for collection action? 

Mr. Done.an. No, si. I merely refer to the ‘Total loans made’”’ 
amount, sir. 

Mr. Bentuey. Let us refer to the uncollectible loans then. What 
is the most receut one? 

Mr. Donegan. In our process, when we cannot collect adminis- 
tratively these dollar loans, we turn them over to the General Account- 
ing Office so I would only be guessing. 

Mr. Bentiey. Can the gentleman from the GAO tell us about it? 
Are we dealing with post-World War II loans as well? 

Mr. Martiny. The last loans we got were in 1954. 

Mr. Bentiey. You do not have the date the loans were made? 

Mr. Neepue. The majority of them were in the Second World War 
period. The majority of the ones we have, the 7,500. 

Mr. BentLey. You mean the 5,000? 

Mr. Neepue. The 5,000 remaining. 

Mr. Bentiey. Those are all practically World War I1? 

Mr. NEeEpue. Yes, sir. 

Mr. Bentiey. But not confined to the Far East? 

Mr. Neepue. No, sir. Most of them were in the European area. 
Those are the ones payable in dollars as distinguished from foreign 
currency. 

Mr. Bentiey. The 2,000 loans that you want to make an evalua- 
tion on, those are entirely confined to the Far East? 

Mr. Donevan. Yes, sir. 

Now, may I make a point here? I have not put a dollar evaluation 
on it. I have indicated $7 million has been the cost to the United 
States. That is our problem, to try to evaluate it. 

Mr. Bentiry. Those are confined to the Far East? 

Mr. Donegan. I believe those are almost completely confined to 
the Far East. 

Mr. Bent ey. I just raise the point for what it is worth. Would 
there be any possibility where loans made during the Second World 
War to either American citizens interned in Europe, for financial 
assistance, or in the Far East, loans made for financial assistance and 
also in certain cases for repatriation? 

Mr. Donetan. Yes, sir. 

Mr. Bentiey. Would there be any possibility of placing claims 
against the Axis governments? 

Mr. Done.an. I could not answer that, sir. 

Mr. Bentiey. [ merely submit, Mr. Chairman, I think it is a point 
that might be looked into. Perhaps it is not feasible. Rather than 
write these off altogether, after all, the activities of the enemy govern- 
ments during the war are responsible for these loans having been made 
in the first place and I am wondering in my own mind if there is any 
way that some claim could be made against those governments. 
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Mr. Hays of Ohio. I suppose also we could deduct it from the aid 
we are giving the former enemy governments, too, but I think what we 
are concerned with here is trying to help these people and I believe if 
we get out into the realm of theoretics, I doubt that we will ever achieve 
that objective. 

Mr. Bent ey. I am trying to see if there is any possible way that it 
is not a total loss to the United States Government. 

Mr. SELDEN. May I ask a question there? 

You have given us a figure on what the original 2,000 loans were in 
American dollars. 

Under the new scale that has been drawn up, what will be the 
dollar value after these 2,000 loans have been reevaluated? 

Mr. Donetan. The amount of the United States currencies ex- 
pended was $7,130,574. Under the formula which has been worked 
out by the General Accounting Office, the value of those notes would 
be $319,530. 

Now, this amount, if I may just go a bit further, shows a rather 
extreme difference. But the reason for this is that, at the time we 
were paying out these dollars—and I have here a letter from the 
International Red Cross in Geneva—the price of rice in the Japanese- 
held territory at the time was approximately $100 per kilo; beans, $60 
per kilo; sugar, $300 per kilo; bread, $200 per kilo; chicken eggs, $15 
apiece; Gow’s milk, fresh, $35 per 10-ounce bottle. 

In other words, this exchange rate, this fantastic exchange rate 
which caused us to spend as much ——e as we did—so that the 
people in the Department of State and the General Accounting Office, 
when they tried to take these prices, for instance, rice at $50 a pound, 
and tried to reduce it to what would be an equitable index in existence 
at the time, it means that whereas the United States Government paid 
out $7 million, the formula rate would only return a possible $319,530. 

Mr. SELDEN. By passing this bill, we will be wiping out all but a 
small percent of these loans. It will be less than 5 percent of the 
original amount. 

Mr. Donean. That is correct, sir. 

Mr. Bentiey. The difference in this particular reference of 2,000 
loans made in foreign currency—the difference in the amounts paid 
out and the value received by the individual American was so great 
that it is going to be a very great loss to the United States Govern- 
ment, if you evaluate in those terms; is it not? 

Mr. DoneLan. Yes, sir; it is. In the wartime situation, the Swiss 
Government, acting for us, had no authority or ability to obtain the 
milk and the eggs for subsistence purposes without using our dollars. 

Mr. Bentuey. I am not blaming the Swiss. I think the blame, if 
there is blame, can be laid at only one doorstep and that is the door- 
step of the enemy government. 

Mr. Donexan. I believe that is correct, sir. 

Mr. Benriey. What action do you take where a person has died? 
Does the claim against the estate continue? 

Mr. Donexan. Yes, sir; it does. We have numerous letters on that 
score. For instance, there is one case of a missionary where the mis- 
sionary had died and we are still required to send a claim out against 
the widow. 

We have another case where apparently there was a daughter left, 
now age 19, and under the procedure we are supposed to go ahead and 
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try to collect the money from the daughter because she was along and 
she was probably 7 years old at the time. 

She partook of the subsistence that the United States Government 
gave her, so technically again, and legally, we should pursue against 
this 19-year-old child. 

Mr. BentLey. When a person who is a debtor and if the particular 
loan has been uncollected either in whole or in part, is a recipient of 
any form of Government payment, whether it is social security or a 
veterans’ pension or anything like that, have you the authority to 
attach any part of that? 

Mr. Done an. Yes, sir. Perhaps I should explain that. At the 
beginning of our attempts to collect this, the Department did go to 
the Veterans’ people and did try to attach the pensions. I do not 
know of the exact time on this. Some amounts were collected against 
these pensions. 

Finally, as I understand it, the Veterans’ Administration said ‘‘No 
more will be collected and what has been collected will have to be 
evaluated at a later date.” 

Mr. Nevins. I think the answer to that question is that there are 
provisions in the Veterans’ Administration law (sec. 1001 (b), act 
of June 17, 1957, Public Law 85-56, 71 Stat. 122) that state the only 
indebtedness that can be collected out of Veterans’ Administration 
benefits generally are payments, overpayments that the Veterans’ 
Administration has made under those laws. 

Now, it may be true in some cases we made a collection, but those 
collections, if they were made, were made with the consent of the 
debtor. In other words, we had no legal right to collect. 

Mr. Bentirey. There is no authority for involuntary attachment 
or collection in any form? 

Mr. Nevins. Even in cases where the Government says you can- 
not attach this or apply it on a debt, if the person says, ‘‘l am getting 
this pension from the VA, and I agree to pay $5 a month out of that 
and authorize you to do it,’’ we would collect. 

Mr. Hays of Ohio. You would not have any authority to collect 
this anyway because, as I pointed out, it is not negotiable in United 
States dollars and there is no way to figure the price. 

Mr. Brentiey. | am referring to the dollar amounts. 

Mr. DoneELan. I| think the reference was to the dollar portion, sir. 

Mr. Vorys. I have been looking at this bill again and on these 
foreign currency loans you have authori ity toe .valuate them and then 
to waive collection of all or part, but under that authority it seems to 
me that you still cannot make a dollar settlement. If you waive col- 
lection of part of a debt that is payable in kopecks, or yen, or Chinese 
dollars, then the part that is collectible is payable in those same cur- 
rencies. 

[ still do not see where you have in this bill authority given to put 
a dollar valuation on these foreign currency claims. 

Mr. Done.an. Line 4, sir, would give us that authority. ‘To 
evaluate claims.” 

Mr. Vorys. That isa new definition of “evaluate” as far as I am 
concerned. 

Mr. Hays of Ohio. Would you go along if we just wiped them out 
altogether? I think it is kind of a dirty business to try to collect 
anything. The United States Government did not protect these 
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people and could not protect them so we gave them a few pounds of 
rice and now in 10 years we are going to make them pay for it. 

Mr. SetpEen. We shouldn’t forget, however, that 20,000 people 
have already repaid their loans. 

Mr. Hays of Ohio. Yes; you have a point there. 

Mr. SetpEen. That is the point I am trying to make. If you are 
going to excuse one, possibly we should excuse all of them. But 
why collect from 20,000 and then wipe out the debts of those who 
haven’t attempted to pay? 

Mr. Hays of Ohio. It is not a case of not attempting to pay their 
debts. They did not know how much to pay. 

Mr. Sevpen. I quite agree with you on that. 

Mr. Hays of Ohio. I am talking about these 2,000 that were loaned 
in these artificially pegged currencies. 

Mr. Vorys. We want to give them authority to evaluate them in 
dollars. 

Mr. Hays of Ohio. All right then, why do we not do that? 

Mr. Vorys. I am for that part of it. The other part I am puzzled 
about. 

Mr. Hays of Ohio. I personally do not care what you do with the 
other part except I think it would be helpful to be able, if they deter- 
mined by their processes that it is uncollectible, just to wipe it away. 
But, if it is not, if they have not been able to get their address or 
the credit rating shows it is collectible, then I think it should be car- 
ried on. 

Mr. Bentiey. Mr. Donelan, do you have any figures on postwar 
emergency loans? Do you have the amounts paid out? Do you 
have a percentage figure? Does it stay constant? 

Mr. Donevan. I think on a postwar basis, and this is subject to 
check, but I believe we collect 75 to 80 percent of the amounts that 
we lend. 

Mr. Bentiey. To destitute Americans, for repatriation, assistance, 
or anything else like that? 

Mr. Done an. Yes. 

Mr. Bentiey. Do you happen to know if the Department is asking 
for a larger appropriation for that purpose this year? 

Mr. Donegan. A larger appropriation? 

Mr. Bentuey. Yes. 

Mr. Donetan. No, sir. 

Mr. Benttey. I have heard some complaints from people in the 
field that the amount available is quite insufficient to cover the calls 
for help that they receive. 

Mr. Donetan. I do not believe we have had any trouble on that. 
Mr. Heins, do you know of any situations where we have not been 
able to give money to the field posts to handle these claims? 


STATEMENT OF FRED HEINS, OFFICE OF SPECIAL CONSULAR 
SERVICES, DEPARTMENT OF STATE 


Mr. Herts. In 1957, the loans ran to $76,812. It involved 353 
loans. 

Mr. Donegan. Fred, | believe the question would be, if I may 
repeat this, Do you know of any instances where we have not been 
able to allot money to the field posts for them to make these loans? 
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Mr. Hrins. I am sure there have not been such instances in the 
last 2 or 3 years as there have been no applications for loans rejected 
because of the lack of funds. 

Mr. Bentiey. Are you from Consular Service, Mr. Heins? 

Mr. Herns. Yes. 

I might say we first make an effort to get funds from the individual’s 
relatives in this country when we hear of somebody destitute abroad. 
When they apply for a loan, we immediately contact their relatives 
in order to have them pay the expenses, if that is possible. 

Mr. Vorys. This bill would give you authority to waive collection 
of all or part of a claim that arose yesterday? 

Mr. SevpeNn. That is right. 

Mr. Done.an. Yes. 

Mr. Vorys. Although, as I understand it, the record of payment 
is pretty good on those current loans, there would be no disposition 
by the Department of State or anybody else to soften up on current 
loans made from the emergency funds? 

Mr. Done an. Sir, you are absolutely correct in your statement 
in terms of the way this bill is written and the way it is worded. 

However, in terms of our interest in the Department of State, our 
interest primarily here is with the 2,000 foreign currency notes, and 
there would be no intention of waiving anything which could be 
collected either through the Department of State’s administrative proc- 
ess, or through the machinery which the General Accounting Office has. 

Mr. Bentiey. I take it you would not object to a cutoff date as 
far as these loans were concerned? 

Mr. DoneLan. No, sir. 

Mr. Vorys. But he did not know what was the latest of the foreign 
currency loans. 

ir. Donevan. We were talking, sir, in terms of a cutoff date. 

You were thinking in terms of the World War II loans, were you 
not, Mr. Bentley? 

Mr. BENTLEY. Yes. 

I would not lke to support any legislation with regard to more 
recent loans, but I can understand your problem with regard to the 
foreign currency snakes: 

Mr. Nevins. Would the solution not be to insert instead of “where 
necessary”, say ‘and where the loans would be uncollectible or it 
would be inequitable to waive collection?” 

Mr. Bentiey. My feeling is that we should trv to take care of this 
World War II problem with respect to these 2,000 foreign currency 
loans, but I have some reservations about authority to waive claims 
on more recent loans. 

Mr. Vorys. If the State Department makes a try and then they, by 
law, refer them over to the General Accounting Office, and then the 
General Accounting Office says, ‘‘Well, we can’t collect this one—at 
least we can’t collect it now,” and put it away and it is in a file there 
and nobody is spending any money on collecting it, that seems to me 
like a pretty good arrangement. 

On the other hand, if they are in the file and if the fellow happens 
to strike oil or something and you find out about him, then he is 
collectible again. 

I am very much interested in the foreign currency loan situation, 
but I do not see why you need the rest of the law at all. 
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Is it just merely to give peace of mind to somebody in the State 
Department, or in the Generai Accounting Office? 

Mr. Donetan. No, sir. 

I think there are several facets involved and, as far as the General 
Accounting Office is concerned and the State Department, we are 
talking about administration. We are talking about cleaning off our 
books, items which cannot be collected, which remain with us. 

In terms of the foreign currency notes, my office in the State De- 
partment has these 20,000 pieces of paper on hand about which we 
can do nothing. 

Now, from the other side of the coin, sir, we have the fact that 
there are citizens of the United States, people who are conscientious 
and concerned about debts that they owe the United States Govern- 
ment and from time to time—referring again back to the fact that 
some of these accounts that I spoke of are combined dollar and local 
currency accounts, these people write to us, they write to their 
Congressman, they set forth the terrible financial straits that they 
are in and the Congress, of course, refers them to the State Depart- 
ment for reply in terms of our having the accounts and the records 
and we have to tell them that we have no authority to cancel their 
claim or do anything about it. 

Mr. Se.pEen. These notes are non-interest-bearing, are they not? 

Mr. Donzextan. That is correct. 

Mr. SevpeENn. So the debt will not increase over a period of years? 

Mr. Vorys. Well, there are thousands of American citizens who 
are uncollectible but have all kinds of debts that they still owe. We 
have a system that provides, if it worries them too much, they can 
take bankruptcy. But otherwise, many of them do not take bank- 
ruptcy and they go ahead owing people money and never paying it. 
It seems to me that except for the foreign-currency people, that is the 
problem with which we are dealing here. 

I do not know any particular reason why we have to give those 
people peace of mind, or their Congressmen peace of mind, or the 
administrative people who have to answer those letters. 

Mr. Hays of Ohio. The reason the thing bothers me a little bit is 
that I have been involved for 3 years in this special Subcommittee on 
Printing, and one of the problems we run into is just exactly what 
they are faced with. 

This is just a little thing, but multiplied 10,000 times over in the 
Government. They have no authority to ever dispose of these files 
and, while these probably can all be contained in one filing cabinet, 
there are acres of warehouse space with junk like this that they have 
no authority to dispose of and Congress will not give it to them. 

Now, I just think if it is uncollectible, if they have credit reports on 
them, if it is somebody 87 vears old and they are living on an old-age 
pension, they should have the authority to take that file out and throw 
it in the wastebasket. 

I think that makes just good commonsense and the Hoover Com- 
mission is always saying, “Why don’t you run the Government on a 
businesslike basis?’”’ ‘That is the way business would do it, but we do 
not want Government to do it that way. 

Mr. Vorys. Allright. At present that uncollectible claim stays in 
a file. Nobody spends any money on it. It stays in the uncollectible 
file. Now, we want to authorize them to spend money going through 
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to determine which ones are uncollectible, and to have Congressmen 
possibly lobbying to have their constituent’s claim declared uncol- 
lectible. 

Mr. Hays of Ohio. Now, you have testified that vou have already 
decided which ones are uncollectible; is that not right? You have had 
a credit report on them, so there is not going to be any money spent 
there. 

You have also testified that if somebody applies for a passport or 
something and you find out they have money—this is one that you 
do not have a credit re port on—that you go after them. 

Now, how do you keep current before pe ople’s eves all of these names 
so they are looking out for them down in the Passport Division? 

Mr. Nerve. The State Department, | assume, because they are 


the ones who call us when application is made for a passport. They 
will call and those cases are apparently flagged by the State Depart- 
ment. They know that this particular individual is indebted to the 


United States Government and they will call the General Accounting 
Office and determine the status of the debt, whether it has been paid 
or not. 

Mr. Hays of Ohio. Is that the only place where you have flags on 
these accounts? Do you have them on for old-age pensions or any- 
thing like that? 

Mr. Neepie. No; we do not have them on old-age pensions. 

Mr. Hays of Ohio. In other words, if they go abroad, vou have a 
chance to pick them up. Otherwise, vou do not have any; ts that it? 

Mr. Neepie. We have what we call a card-index system. We 
have the right of setoff. Let us assume that one of these debtors 
would have a claim against the United States Government and if it 
came to our Office we would associate that claim with the jacket and 
pull it. If it were a case where there was something like that that 
came up, we would set it off. 

Mr. SELDEN. Suppose the person was a Government employee? 

Mr. Neepie. We would then write to the ageney by which he was 
employed. 

Mr. Setpen. How would you know he was a Government employee? 

Mr. NEEDLE. Sometimes the credit report will reveal that fact. 

Mr. Vorys. Do you have these on IBM cards or are thev in files? 

Mr. Neepie. We have a master index file on them. 

Mr. Vorys. In other words, it does not take very long to search 
your files? 

Mr. Nerepie. Oh, no. It is a matter of minutes in all probability. 

Mr. Hays of Ohio. Do you have any questions, Mr. O’Hara? 

Mr. O’Hara. I am not a member of the subcommittee, Mr. Chair- 
man. I notice here that the statement is made that these loans are 
made to aged, infirm, and destitute pe rsons and the collections are 
impossible. It only applies to that group? 

Mr. Nevins. Those would be the ones that we would attempt to 
waive. 

Mr. Hays of Ohio. They would be ones to write off. 

Mr. O’Hara. It seems to me good business to wipe them out. 

What is the expense of keeping these accounts current? This would 
include handling the letters you get from the Congressmen, the checks 
you make on passports and whatever you do. What would you 
estimate the annual expense? 
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Mr. Donexan. It would be rather difficult for me to give you a 
close estimate. Actually, we have a staff of six people who work in 
our accounts-receivable office in the Office of Finance in the State 
Department. These people, of course, handle all of the accounts 
receivable for the State Department. This represents a small portion 
of their work. It would be a very, very rough estimate, but possibly 
as much as $4,000 to $5,000 a year, but that is very rough, sm. 

Mr. O’Hara. With no hope of collecting anything you are paying 
$4,000 or $5,000 a year just keeping the accounts alive? 

Mr. Done an. | cannot quite say that, sir. This is in the total 
handling of these accounts; sending out the letiers and urying to collect 
them. This is for the process in which the Department of State 
engages. 

After our staff goes through this process, sir, on the dollar accounts 
that we have been talking about, then the account is sent to the 
General Accounting Office in accordance with their regulations for 
them to try, again to make a collection with their machinery, so it 
would represent a fairly small cost to the Department of State, but a 
continuing cost each year and it would also represent some element 
of cost to the General Accounting Cffice for them to pursue the 
accounts further. 

Mr. O’Hara. If I had a constituent, some old or disabled person 
who had not a nickel in the world, being harrassed by the Federal 
Government, I would be pretty much exercised over it. 

Mr. Se_pen. Did he not state, however, that if it is found uncol- 
lectible, the account goes into a dead file? 

Mr. O’Hara. When they find them uncollectible, they should have 
the authority to throw them in the wastebasket. 

Mr. Vorys. In your collection office do you have any other claims 
that you find are uncollectible from time to time? 

Mr. Donegan. Without regard to this loan to destitute Americans. 

Mr. Vorys. Your collection office is not entirely concerned with 
collection of emergency loans; is it? 

Mr. DoneLan. ‘No, sir. We do have other items which are uncol- 
lectible and, in accordance with the regulations of the General Account- 
ing Office, after the Department of ‘State administratively attempts 
to collect that money, we also turn that account over to the General 
Accounting Office. This is the regular administrative process, sir. 

Mr. Vorys. I am coming to the point our chairman made that 
if there is a necessity for a law to waive or cancel uncollectible claims, 
[ do not see why this Department should ‘es the only one given such 
authority and given thet authority only with respect to one kind 
of funds. 

Mr. Hays of Ohio. I am inclined to agree that from the testimony 
brought out here that there needs to be a general statute of limitations. 
I am not an attorney, but I presume statutes of limitation are put 
on the books in the first instance to create an orderly procedure and 
certainly if you do not have one in the Federal Government, you 
then do not have a very orderly procedure. 

Presumably from what ] have heard today, you may be carrying 
claims on your books that are 150 years old somewhere down there. 
[ do not know where they would be, but they must be around if nobody 
has the authority to write them off. 
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Mr. Vorys. There is a statute of limitations on tax matters and 
nearly everything else. Do you mean to say there is no statute 
of limitations on State Department claims or on Government claims? 

Mr. Nreepuiz. The Supreme Court of the United States has held 
(United States v. Summerlin 310 U.S. 414) that the statute of limita- 
tions does not run against the sovereign, unless there is a specific 
statutory provision that provides for it, such as in income-tax cases 
and similar situations. 

Mr. Setpen. I would presume though if someone died and the 
account could not be collected from his estate, it would be over with, 
would it not? How are you going to collect from someone who has 
been dead 150 years? 

Mr. Hays of Ohio. You are not going to, but the point is they 
have no authority to dispose of the thing. 

Mr. Vorys. Well, it seems to me that as to one part of this bill it 
is definitely part of the jurisdiction of this committee and that is, we 
are all agreed on this evaluation in dollars, equitably, of the foreign 
currency loan. 

As to the question as to whether claims should be waived or if 
there should be a statute of limitations, that is for the Judiciary 
Committee to take up. I cannot see that these who got dollar loans 
from the emergency fund are any different from other debtors of the 
United States. I do not see what makes them such a peculiar class. 

Mr. Donegan. At least on the foreign currency notes in the Far 
East, it is peculiar in the sense that these were Americans who were 
abroad. The circumstances were completely unusual. The Japanese 
suddenly declared war. These people were caught in the Far East 
and this problem which we have stems from that set of circumstances, 
which I believe would be a little bit different from some other citizen 
of the United States here, in the normal course of life, and the pursuit 
of business, owing the Umited States money. 

Mr. Vorys. But there were people who were caught in Europe at 
the beginning of World War IT who had to get emergency loans and 
got them and paid them off. 

Mr. Done.an. Sir, that is quite correct. There are a few of these 
which pertain to Europe. The difference, I believe, or the greatest 
single difference is that the people in Europe had a little more warning 
than the people did in the Far East. 

Mr. Bentiey. Do you know by any chance whether the status of — 
whether there is a status of claims against any of the enemy govern- 
ments? 

Mr. Vorys. I think those were wiped out by peace treaties. 

Mr. Bentiey. All private claims were wiped out? 

Mr. Buttock. There is a procedure against the foreign government. 

Mr. Vorys. Not wiped out, but there was machinery set up of 
some kind in the treaty as to what should be done about those. 

Mr. Buttock. That is right. The treaty provided that the foreign 
government had to do something about these claims and the Americans 
were told to go to the foreign government in seeking settlement. 

Mr. Bentiey. It would be interesting to know whether any of 
these people who say they are so destitute that they cannot meet 
these claims are in turn making a claim for damages they may have 
suffered themselves. 
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Mr. Hays of Ohio. I expect there are some of them, but if they are 
not getting their claims settled any faster than some | have pending, 
they could be destitute anyway. 

Mr. Brentiery. No, but I just wondered if there was any possibility 
of any eventual satisfaction of any of their claims, and if there was 
any way of applying anything that they may have gotten against an 
uncollectible obligation on their part against their government. 

(Subsequently the Department of State submitted the following 
memorandum: ) 


WAIVER OF UNITED States GOVERNMENT CLAIMS AGAINST JAPAN ARISING 
DuriInc Wortp War II 


The question has been raised by Mr. Bentley (Michigan) during the course of 
the hearings on 8S. 747 whether the United States can make any claim against the 
Japanese Government with respect to payment for subsistence and other purposes 
made by the United States to American citizens interned by the Japanese during 
World War IT. 

In this connection attention is invited to the following material dealing with the 
waiver of claims by the United States Government against Japan. 

Article 14 (b) of the Japanese Peace Treaty (TIAS 2490) provides as follows: 

“Except as otherwise provided in the present Treaty, the Allied Powers waive 
all reparations claims of the Allied Powers, other claims of the Allied Powers and 
their nationals arising out of any actions taken by Japan and its nationals in the 
course of the prosecution of the war, and claims of the Allied Powers for direct 
military costs of occupation.” 

In the course of the International Conference at San Francisco with respect to 
the Japanese Peace Treaty, Secretary Dulles, then the delegate of the United 
States, stated as follows with respect to the waiver of reparation claims: 

“Reparation is usually the most controversial aspect of peacemaking. The 
present is no exception. 

“On the one hand, there are claims both vast and just. Japan’s aggression 
caused tremendous cost, losses, and suffering. Governments represented here 
have claims which total many billions of dollars, and China could plausibly claim 
as much again. One hundred thousand million dollars would be a modest esti- 
mate of the whole. 

“On the other hand, to meet these claims, there stands a Japan presently re- 
duced to four home islands which are unable to produce the food its people need 
to live, or the raw materials they need to work. Since the surrender, Japan has 
been $2 billion short of the money required to pay for the food and raw materials 
she had to import for survival on a minimum basis. The United States had 
made good that $2 billion deficit. We accepted that as one of our occupation 
responsibilities. But the United States is entitled to look forward to Japan’s 
becoming economically self-sustaining, so as to end dependence on us; and it is 
not disposed, directly or indirectly, to pay Japan’s future reparations.” 

In the course of the hearings in the Senate with respect to securing Senate 
approval to the treaty, Secretary Dulles, then personal representative of the 
President on the Japanese Peace Treaty, made the following statement: 

“But, as we have learned, through very hard experience under the Treaty of 
Versailles, and since then in the case of Germany and Italy after World War II, 
it is almost impossible for countries situated like Japan to assume external burdens 
there, to pay in foreign exchange, because Japan’s problem of getting enough 
foreign exchange to finance her own essential imports is going to be a sufficient 
burden for Japan. If you threw a reparations liability of that sort upon Japan, 
either it would destroy Japan’s economy, or else the burden of that would, in 
effect, be shifted to the United States.’ (Hearings before the Committee on 
Foreign Relations, U. 8. Senate, 82d Cong., 2d session., on Japanese Peace 
Treaty and other treaties relating to security in the Pacific, January 21, 22, 23, 
and 25, 1952.) 

In the light of the above the Department of State is of the view that any 
United States claim against the Japanese Government with respect to the pay- 
ments made to American citizens interned by the Japanese Government during 
World War IT has been waived. 


Mr. Se._peNn. Let me ask a question here in an effort to get this 
thing straightened out. 
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On these claims that you are carrying here 

Mr. Hays of Ohio. If you can ask a question that will straighten 
this out, for heaven’s sake do it right now, will you? 

Mr. Sevpen. If you are carrying ¢ laims on the books and the person 
dies and that claim is uncollectible from his estate, do you have any 
authority to wipe that claim off, or do you have to continue to carry it? 

Mr. Nevins. There is no specific authority to wipe them off but, 
as 2 practical matter if you cannot collect, we have adopted the policy 
of sending them to the files. 

Now, those files continue to be held for 12 vears end after that they 
are destroyed, so as a practical matter, you ‘do not need any 
statutory authority. 

Mr. SevpeN. Then they are destroyed after a certain period of time. 
If they are not, there should certainly be some legislation enacted 
that would allow you to destroy them. To hold them 150 years 
would be ridiculous. 

Mr. Hays of Ohio. In other words, you have set up sort of a statute 
of limitations of your own after vou have determined it to be un- 
collectible after 12 years; is that it? 

Mr. Nevins. It comes in as part of the authority of the Govern- 
ment to destroy unuseful records. 

Mr. Hays of Ohio. I am all for it. 

Mr. Nevins. It-is a part of the records management program. By 
reason of the Hoover program they pointed out that the Government 
had warehouses full of records that were of no use at all and under that 
authority the Archives was authorized to destroy unnecessary records 
and unuseful records. Under that authority they have set up periods 
of limitations as to how long records should be kept and as part of that 
authority the jackets of these claims which are inactive for more than 
12 vears are destroyed so there is no real need for any general authority 
to waive uncollectible indebtedness. 

Now, it may be of interest to Mr. Bentley to know that under the 
Foreign Claims Commission Act (50 U. S. C. App. 2004 (c)), these 
people who are interned in Japanese camps are authorized to be paid 
for the period of their internment $2 a day if they are over the age 
of 18. 1 believe, and $25 a month if under; $60 a month, if over. 

Mr. Bentiey. To be paid by whom? 

Mr. Nevins. To be paid by the Foreign Claims Commission. That 
was to be at the expense of the Japanese Government. 

Mr. Bentiey. That account has no connection with this at all. 

Mr. Nevins. No; except that some of the same people were involved 
and those claims have substantially all been settled. 

Mr. Bentiey. Mr. Chairman, as you know, there is a lot of hoopla 
and all that sort of thing about repaying Japanese and German 
citizens for property seized here during the war. I just wondered 
if such payments were ever made if some comparable adjustment 
could be made in connection with some of these. 

Mr. Hays of Ohio. I would think there would be a possibility, but 
from what little I know about these assets, if they do not get some- 
thing done with them pretty soon, some of these smart operators in 
the Alien Property Custodian’s Office will have them all stolen and 
there will not be anything for anybody, Germans, Japanese, United 
States or anybody else, from the way they are being handled. 
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I know of one case where they attempted to sell a trademark for 
$1 to some of their friends and this fellow tried to sell it back to the 
German company for $1 million. So the United States Government 
was not getting a very profitable deal on that one. 

Mr. Benttey. [ still claim as a matter of principle some of this 
should be collected from the governments involved, if at all possible, 
whether we use that method or another method. 

Mr. Hays of Ohio. Are there any more questions? 

Mr. O’Hara. Mr. Chairman, would this help any, to put at the 
bottom of it: 


provided that no waiver shall be made of collection of all or any part of anything 
unless the Secretary of State first, in writing, states because of age, infirmity, or 
destitution, in his judgment, such collection is financially impossible. 


Mr. Hays of Ohio. I think the proper place to take that up would 
be in executive session. Something of that kind might help. 

Our colleague, the Honorable Craig Hosmer of California, has been 
detained and will be unable to testify. However, he has forwarded 
to the committee a statement which, without objection, will be 
included in the record at this point. 

(The statement above referred to is as follows:) 


STATEMENT BY Hon. Craig HosmMeR REGARDING H. R. 4920 


Mr. Chairman, this legislation, which you are considering along with the com- 
panion Senate measure, S. 747, permits the Secretary of State, with the approval 
of the Comptroller General of the United States, to evaluate and to cancel, in whole 
or part, certain claims of the Government against citizens of the United States 
growing out of personal loans and other advances made to them in emergency 
situations abroad. 

As you know from the report to Chairman Gordon of the House Committee on 
Foreign Affairs by the State Department, that Department “supports and is 
strongly in favor of enactment” of this legislation. 

Congress has provided funds since 1937 to be used for the emergency relief 
of citizens of the United States who find themselves in financial difficulties in 
foreign countries. Since that time, about 150,000 loans have been made amount- 
ing to some $12 million of which $7.5 million has been repaid. 

Although the principal usage of these funds has been to provide the cost of 
passage back to this country of destitute, nevertheless thousands of advances were 
made to Americans who found themselves under Japanese control in the Far East 
during World War II. As you know, these advances were handled through the 
Swiss Government which, in providing funds to stranded Americans, had to do 
so at inequitable and artificial exchange rates fixed by the Japanese Government. 
This means that the claims arising from these advances were considerably out of 
line with the actual value received; therefore, the Department of State has not 
pressed their collection, and some 20,000 of these advances made during World 
War II remain unpaid. 

H. R. 4920 and 8S. 747 permit the Secretary of State, with the approval of the 
Comptroller General, to (1) fix a fair valuation on the claims that are overstated 
because of unrealistic exchange rates; and (2) waive collection, in whole or part, 
on claims for which there is no longer any reasonable expectation of repayment in 
full by reason of the condition of the debtor. This legislation applies only to claims 
heretofore accumulated and provides authority to clear the books of several million 
dollars of either inequitable or uncollectible debts. 

In fairness to the American citizens trapped by World War II in the Far East 
and in the interest of orderly fiscal practices, I respectfully request favorable 
action on this legislation by the subcommittee. 


Mr. Hays of Ohio. If there are no further questions, gentlemen, 
thank you very much. 

(Whereupon, at 12:15 p. m., the subcommittee proceeded in 
executive session.) 
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